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DCAA  policy/precedent  reference  facility 


By  Betty  Downs 
Technical  Information  Assistant 
Policy  Formulation  Division,  Headquarters 

Most  of  you  are  aware  that  the  Office  of  Assistant 
Director,  Policy  and  Plans  has  recently  established  an 
upward  mobility  position  to  support  development  of 
the  long-awaited  DCAA  Policy/Precedent  Reference 
Facility.  This  article  is  intended  to  let  you  know  our 
hopes,  dreams,  and  expectations  for  the  Facility  and 
what  we  are  doing  to  make  these  dreams  come  true. 

One  of  the  most  important  functions  of  the  Facility 
will  be  to  consolidate,  protect,  catalog,  and  index 
existing  papers  dating  back  to  the  beginning  of  the 
Defense  Contract  Audit  Agency  covering  such  mat- 
ters as  the  roles  and  mission  of  the  Agency,  initiatives 
to  strengthen  our  effectiveness,  and  the  reasons  for 
changes  in  the  Contract  Audit  Manual  (CAM)  and  the 
contract  cost  principles  (ASPR,  DAR,  and  FAR).  This 
is  a monumental  task  involving  thousands  of  docu- 
ments currently  residing  in  file  cabinets  throughout 
Headquarters. 

Another  major  function  will  be  the  development  of 
new  methods  to  update  the  existing  historical  collec- 
tions as  events  occur  that  affect  Agency  policy  or 
procedures.  We  are  hoping  to  one  day  integrate 
regional  office  material  with  the  Headquarters  mate- 
rial as  well. 

Eventually,  we  should  have  the  capability  to  (1) 
identify  and  locate  relevant  literature  and  archival 
materials  on  a subject  based  on  keywords  provided  by 
a researcher,  (2)  outline  and/or  abstract  pertinent 
portions  of  documents  based  on  topical  objectives 
provided  by  a researcher,  and  (3)  prepare  special 
reference  files/reports  to  expedite  future  responses  to 
recurring  research  requests  as  they  are  noted.  Feasi- 
bility studies  and  cost-benefit  analyses  of  current  and 
future  technologies  should  enable  us  to  improve  the 
economy,  efficiency,  and/or  effectiveness  of  technical 
research,  such  as  using  various  commercial  bibliogra- 
phic data  bases.  We  will  also  be  evaluating  the  poten- 


tial for  computer  storage  of  manuals,  pamphlets,  etc., 
and  contributing  to  studies  of  Agency-wide  applica- 
tions such  as  semi-automated  programs,  audit  rep>orts, 
and  micrographics. 

We  are  currently  exploring  the  feasibility  of  several 
data  base  management  systems  to  find  one  best 
suited  to  our  needs  which  will  be  compatible  with  the 
DIIS.  Division  chiefs  in  Headquarters  are  being  inter- 
viewed to  learn  of  specific  areas  where  a bibliographic 
data  base  system  would  be  beneficial  in  providing 
them  information  and  research  for  ongoing  long-term 
and  short-term  projects.  At  first,  the  required  data 
base  will  be  stored  on  the  Headquarters  local  area 
network.  After  DIIS  is  fully  networked,  regional  offices 
will  also  have  direct  access  to  the  files  and  serarch 
software. 

We  are  already  living  in  an  automated  world.  Many 
of  the  topics  in  the  news  today  are  on  line  in  a compu- 
ter somewhere.  With  appropriate  software  and  hard- 
ware our  capability  of  retrieving  data  on  a given  sub- 
ject can  be  virtually  unlimited.  While  DCAA  is  just 
getting  started,  it  is  hoped  that  in  the  future  we  will 
have  at  our  disposal  the  means  of  providing  to  the 
auditor  all  the  information  needed  on  a given  subject 
to  help  in  forming  an  opinion  including  such  data  as 
the  provisions  of  CAM,  the  history  of  a cost  principle, 
pertinent  BCA  decisions,  and  possibly  even  the 
number  of  times  contractors  have  withdrawn  charges 
to  the  government  for  selected  items  of  cost. 

Of  course,  all  of  this  will  take  time.  It  would  be  nice 
to  convert  such  data  in  a week  or  two.  To  accomplish 
a task  of  this  size  however,  there  must  be  formal 
planning  and  various  hardware  and  software  pack- 
ages must  be  tested.  Essentially,  we  must  build  a 
totally  new,  unique  system  for  indexing  reference 
materials,  locating  and  analyzing  appropriate  mate- 
rials, and  identifying  and  providing  data  relating  to 
audit  research  questions  using  the  latest  advanced 
technology.  This  measured  approach  will  assure  that 
we  have  the  best  possible  system  to  support  auditor 
needs. 


Acting  Director’s  message 


In  recent  months,  there  has  been  a clear  realization  of  the  need  to  significantly  increase  contract  audit 
resources  if  we  are  to  accomplish  all  those  critical  requirements  associated  with  auditing  contracts  and 
providing  accounting  and  financial  advisory  services  regarding  contracts  and  subcontracts.  A great  deal  of 
effort  is  going  into  finding  a means  to  provide  the  resources  needed.  Whether  this  will  be  accomplished 
and,  if  so,  how  soon  is  subject  to  too  many  variables  to  say  with  certainty  at  this  time.  I am  pleased  to  note 
that  we  have  been  receiving  support  from  DoD  management  in  this  effort.  Since  DCAA  serves  a vital  role 
in  cost  containment  and  prevention  of  fraud,  waste,  and  abuse,  an  increase  seems  likely.  Consequently, 
action  must  begin  now  so  that  we  will  be  able  to  absorb  a significant  staffing  increase  and  have  the  new 
auditors  become  productive  as  quickly  as  possible.  Your  help  is  requested. 

First,  talented  accounting  students  graduating  this  year  and  experienced  auditors  who  might  be 
interested  in  getting  into  contract  auditing  need  to  be  identified  and  encouraged  to  apply  for  jobs  with 
DCAA.  Those  of  you  who  recently  graduated  could  provide  a valuable  assistance  to  your  Agency.  A 
personal  contact  with  those  school  acquaintances  who  are  in  the  current  graduating  class  and  who  you 
think  would  be  good  contract  auditors  might  result  in  their  joining  you  at  DCAA.  Similarly,  those  of  you 
who  are  active  in  professional  organizations  might  encourage  experienced  auditors  to  apply  for  jobs  at 
DCAA.  Personal  interest  and  providing  forms  and  information  often  result  in  the  recruitment  of  well- 
qualified  personnel. 

Second,  accountants  and  auditors  employed  by  DCAA  usually  require  training  in  applicable  cost 
accounting  regulations  and  those  audit  procedures  unique  to  contract  auditing.  The  Defense  Contract 
Audit  Institute  (DCAI)  has  been  tasked  to  develop  instructional  programs  on  specific  audits  and  audit 
elements  which  may  be  presented  to  new  auditors  immediately.  The  idea  is  to  enable  new  auditors  to 
become  productive  as  quickly  as  possible,  deferring  broad-based  training  until  initial  audit  objectives  are 
achieved.  For  example,  a new  auditor  might  be  given  a study  assignment  on  allowability  criteria  in  the  cost 
principles,  shown  a video  program  on  analyzing  expense  accounts  and  reviewing  support  vouchers,  then 
assigned  to  perform  that  element  of  the  open  cost  incurred  audits.  As  soon  as  those  audits  are  current,  the 
auditor  would  go  into  the  usual  broad-based  training  program.  Your  ideas  for  accomplishing  this  objective 
and,  in  particular,  identification  of  audit  elements  which  could  be  done  in  this  manner  would  be  welcomed 
by  the  DCAI. 

Finally,  adequate  supervision  of  the  new  employees  is  imperative.  We  will  be  using  experienced  auditors 
as  much  as  possible  to  augment  supervisors  in  providing  guidance  to  the  new  auditors.  But,  we  also  need 
to  expedite  the  development  of  auditors  to  be  qualified  supervisors.  You  who  are  at  the  GS-11  and  -12 
levels  should  be  making  the  most  of  your  current  work  experiences  to  gain  a comprehensive  understanding 
of  the  concepts  and  techniques  involved  so  that  you  will  be  ready  to  move  up  to  supervisory  positions.  You 
will  be  needed  to  provide  leadership  to  new  employees  and  auditors  who  are  moving  up  the  ladder  as 
trainees  and  journeymen  auditors.  Training  in  supervisory  techniques  will  be  provided,  but  your  personal 
dedication  and  self-study  will  expedite  the  process. 

As  you  can  see,  if  additional  resources  are  authorized,  we  will  all  have  a lot  to  do  to  make  sure  the 
objectives  are  accomplished  in  an  efficient  and  productive  manner. 

FRED  J.  NEWTON 
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Negotiations:  To  agree  or  not  to  agree 


By  Russ  Elmore 
Supervisory  Auditor 
Boston  Region 

Independence  is  a highly  valued  but  frequently  mis- 
understood attribute  of  the  Defense  Contract  Audit 
Agency  (DCAA).  In  advising  contracting  officers,  aud- 
itors are  sometimes  pressured  to  be  team  players  or 
to  “go  along”  for  the  sake  of  expediency,  even  where 
the  government’s  interest  is  at  risk.  Our  job  is  to 
provide  independent  professional  advice;  this  does 
not  mean  that  the  contracting  officer  must  get  our 
concurrence  on  negotiation  issues.  Although  the  con- 
tracting officer  has  the  contracting  authority,  we  are 
responsible  for  giving  our  best  advice  and  expressing 
our  opinions  during  the  negotiation  process.  The  fol- 
lowing example  may  demonstrate  how  maintaining  an 
attitude  of  independence  paid  off. 

A contractor  that  entered  into  a cost-plus-fixed-fee 
contract  to  staff  and  manage  a large  facility  in  a 
foreign  country  encountered  a major  problem  in  hir- 
ing and  mobilizing  employees  quickly  enough  to  meet 
contract  terms.  The  government  contributed  to  this 
problem  by  not  providing  sufficient  visas  for  perman- 
ent contractor  employees  to  enter  the  country.  To 
compensate  for  this  prolonged  delay,  the  contractor 
used  employees  from  other  locations.  These  employ- 
ees, normally  assigned  for  a 90-day  period,  were 
required  to  work  six  days  a week.  The  contractor 
charged  $400  a day  to  the  contract  for  each  of  these 
“consultants.” 

After  being  reminded  of  the  D AR- 15-205. 22(e)  require- 
ment to  transfer  inter-organizational  charges  at  cost, 
the  contractor  provided  an  internal  memorandum  es- 
tablishing hourly  rates  for  inter-organizational  services 
provided  by  relatively  high  level  management  person- 
nel. The  auditor  told  the  contractor  this  procedure  was 
unsatisfactory.  Actual  cost  data  is  required.  The  con- 
tractor subsequently  pro  vided  a cost  breakdown,  pur- 
portedly based  on  overall  industry  statistics,  indicating 
that  a daily  rate  of  $457  would  be  appropriate.  This 
questionable  submission  at  least  gave  the  auditor  some 
insight  into  how  the  rate  should  be  developed.  Using 
the  only  information  readily  available,  salaries  of  com- 
parable employees  at  the  local  facility,  the  auditor 
estimated  the  rate  should  be  about  $157  a day. 

The  auditor  again  told  the  contractor  actual  cost 
data  was  needed  and  solicited  the  contracting  officer’s 
assistance.  At  the  contracting  officer’s  request,  the 
auditor  attended  a fact-finding  session  where  the  con 
tractor  presented  rationale  for  each  cost  element  in  the 
submission.  The  auditor  provided  effective  counter 
arguments. 

The  contracting  officer  then  asked  for  a caucus  of 
government  personnel.  He  said  the  contractor  would 
be  willing  to  settle  for  $275  a day,  and  he  was  consider- 
ing giving  the  contractor  $233  a day  for  a seven  day 
week,  regardless  of  how  many  days  were  actually 


worked.  An  assistant  contracting  officer  said  negotia- 
tion memorandum  support  for  a $233  a day  settlement 
could  be  prepared.  Price  analyst  had  developed  a daily 
rate  of  $233  however,  his  analysis  was  based  on  a 
six-day  week  and  included  many  questionable  costs. 
The  auditor  issued  an  audit  report  advising  that  con- 
summating the  tentative  settlement  would  result  in  an 
exorbitant  profit. 

As  part  of  the  DoD  7640.2  contract  audit  followup 
procedures,  the  issue  was  addressed  by  a local  review 
board.  The  auditor  met  with  the  local  organization’s 
legal  counsel,  who  was  on  the  review  board.  The  legal 
counsel  agreed  that  the  contractor  was  required  to 
provide  actual  cost  data;  nevertheless,  the  contracting 
officer  tried  to  get  the  negotiation  approved  by  his 
headquarters  by  requesting  that  “authority  be  granted 
to  accept  the  negotiated  fixed  bill  rate  as  ‘costs’  for 
purposes  of  compliance  with  DAR  15-205. 22(e).”  This 
request  was  denied. 

Having  failed  to  “negotiate”  costs,  the  contracting 
officer  arranged  a meeting  with  the  contractor  to  dis- 
cuss the  issue.  Attendees  at  this  meeting  included  the 
contracting  officer,  legal  counsel,  regional  audit  mana- 
ger, supervisory  auditor,  and  high  level  corporate  offi- 
cers. The  contractor  initially  took  the  position  that  a 
rate  of  $241 .47  had  been  “negotiated”  with  the  contract- 
ing officer  and  although  the  agreement  had  not  been 
formalized  and  signed,  they  considered  this  an  “ad- 
vance agreement”  which  closed  the  matter.  The  govern- 
ment position  was  that  the  “advance  agreement”  had 
actually  been  negotiated  after-the-fact;  the  “advance 
agreement”  was  contrary  to  the  governing  DAR  provi- 
sions; and  no  authority  exists  to  “negotiate”  an  alterna- 
tive to  incurred  cost  under  the  circumstances. 

After  considerable  discussion  and  debate,  it  was 
agreed  that  a negotiated  settlement  without  an  incur- 
red cost  audit  was  not  possible  under  the  circumstan- 
ces. The  issue  was  not  whether  an  audit  would  be 
conducted,  but  rather  what  was  the  most  expedient 
way  to  conduct  the  audit  and  what  contractor  data  was 
required.  After  reluctantly  consenting  to  discuss  the 
types  and  locations  of  the  required  accounting  records 
and  cost  data,  the  contractor  agreed  to  provide  the 
data. 

The  contractor’s  cost  data  supported  a daily  rate  of 
approximately  $177.  The  contracting  officer’s  tenta- 
tive “negotiation”  would  have  resulted  in  a savings  of 
approximately  $3.1  million,  but  the  extra  audit  effort 
resulted  in  disallowing  an  additional  $1.8  million. 

Although  the  questioned  costs  provided  a tangible 
reward  to  the  government  and  the  American  taxpay- 
ers, the  auditors’  determination  to  remain  independent 
and  their  refusal  to  take  the  easy  way  out  of  an  unplea- 
sant situation  led  to  increased  job  satisfaction  and 
self-esteem  — intangibles  just  as  rewarding  as  the 
dollar  savings. 
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Obstacles  to  Credibility 


By  Herbert  C.  Knortz 
NAA  President 


Editor’s  note:  The  following  article  is  reprinted  with 
permission  from  Management  Accounting  maga- 
zine, published  by  the  National  Association  of 
Accountants,  New  York,  NY. 

It  seems  to  me  that  the  most  precious  asset  of  the 
financial  executive  is  his  credibility.  The  provision  of 
data  that  are  scorned  by  his  colleagues  and  the  sub- 
mission of  opinions  that  are  ignored  by  his  readers 
greatly  override  in  importance  any  accountant’s  ex- 
pertness of  professional  technique  and  any  special 
perception  which  he  might  have  about  real  problems 
of  his  company.  All  else  fails  when  belief  is  absent! 

Problems  of  credibility  are  the  result  of  many  cir- 
cumstances. Some  of  these  are  environmental  while 
others  reflect  the  limitations  of  the  individual.  They  are 
significant  both  within  the  corporation  and  within  the 
broader  financial  community.  Consider  the  following: 

• Arcane  Presentation. 

Accounting  professionals  tend  to  use  traditional 
formats  and  arcane  terminology.  Such  information 
often  fails  to  communicate  with  the  reader.  Quite 
properly,  consistency  and  conformance  are  employed 
in  pursuing  the  goal  of  effective  financial  reporting. 
One  must  guard,  however,  against  allowing  such 
approaches  to  deteriorate  into  such  formalization  and 
complexity  that  the  main  objective  is  lost. 

• Presumed  Awareness. 

The  circumstances  and  language  with  which  the 
financial  executive  deals  are  very  close  to  those  which 
in  broad  terms  concern  the  general  business  public. 
Consequently,  it  is  not  difficult  for  the  generalist  to 
convince  himself  that  he  has  a full  perception  of  the 
financial  circumstances,  when,  in  fact,  the  special  and 
complex  issues  are  escaping  him.  Unfortunately,  the 
mistaken  confidence  of  the  generalist  too  often  causes 
him  to  scoff  at  the  disclosures  of  the  management 
accountant. 

• Ambivalent  Foundations. 

Everyone  prefers  to  have  working  rules  which  are 
fixed  and  understood.  They  provide  a foundation  for 


belief  and  acceptance.  Unfortunately,  the  standards 
that  govern  financial  reporting  are  being  continuously 
altered.  Moreover,  the  accounting  arguments  sup- 
porting such  changes  tend  to  vacillate  between  legal 
and  economic  doctrines.  Persistent  revision  suggests 
to  some  readers  that  professional  methodology  may 
not  be  basic  truth  and  thus  raises  doubts  as  to  the 
realism  of  accounting  conclusions. 

• Lack  of  Competence. 

T rust  is  a derivative  of  operating  competence.  Such 
competence — particularly  within  the  firm — is  demon- 
strated by  leadership  skills  and  technical  awareness. 
Not  everyone  is  so  gifted  that  he  can  win  automatic 
credence  without  a long-term  factual  demonstration 
of  truth.  It  is  vital  that  the  management  accountant 
develop  a history  of  competent  professional  dealing. 
His  associates  will  rely  on  the  record! 

• Professional  Reputation. 

The  accounting  specialist  may  become  so  immers- 
ed in  the  details  of  his  performance  that  he  fails  to 
expand  both  his  personal  capability  and  a reputation 
for  his  professionalism.  An  avowed  and  dedicated 
“bean  counter”  wins  few  adherents  to  his  flag!  Enthu- 
siastic participation  in  professional  organizations  can 
help  to  enhance  the  functional  image  of  an  accounting 
group  and  its  acceptance. 

• Absence  of  Ethical  Basis. 

Management  accountants  have  often  felt  it  to  be 
their  duty  to  employ  form  rather  than  substance  in 
finding  loopholes  for  meeting  management  goals.  In 
the  process  they  may  have  seemed  to  be  “tongue-in- 
cheek”  professionals  rather  than  the  voice  of  propr- 
iety. A consistent  and  demanding  ethical  basis  is  a 
strong  invitation  to  credibility. 

The  foregoing  points  are  only  illustrative  of  credibil- 
ity issues.  You  can  think  of  others!  Almost  all  of  them 
can  be  alleviated  by  a vigorous  corrective  program.  If 
you  wish  to  serve  your  corporation  effectively,  you 
should  begin  your  personal  credibility  campaign  today. 
Within  the  financial  function,  the  measure  of  your 
performance  is  dependent  upon  your  credibility. 
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New  performance  appraisal  plan 
for  GS-13  through  GS-15 


By  Roger  Kriesch 
Personnel  Management  Specialist 
Headquarters 

The  November  1984  Bulletin  announced  that  on 
October  10, 1984  Congress  approved  a new  Merit  Pay 
System  for  GS-13  through  -15  supervisors  and  man- 
agement officials.  The  new  pay  distribution  system 
was  entitled  the  Performance  Management  and  Re- 
cognition System  (PMRS).  The  article  went  on  to 
explain  that  PMRS  will  require  all  Federal  agencies  to 
establish  a standardized  performance  appraisal  sys- 
tem which  will  ensure  uniform  application  and  fair 
treatment  of  GS-13  through  -15  employees  through- 
out the  Federal  Government.  A standardized  apprai- 
sal system  became  critical  since  basic  pay  increases 
and  performance  (monetary)  awards  for  GS-13 
through  -15  supervisors  and  management  officials 
were  directly  linked  to  appraisal  ratings. 

In  light  of  this,  Headquarters  has  developed  and 
received  Office  of  Personnel  Management  (OPM)  ap- 
proval of  a new  performance  appraisal  plan  for  DCAA 
PMRS  employees.  The  new  plan  will  go  into  effect 
January  1,  1986  which  coincides  with  the  midyear 
point  of  Management  Year  (MY)  1986.  The  following 
are  some  of  the  key  elements  of  the  new  Performance 
Appraisal  Plan; 

□ The  addition  of  a “minimally  successful”  rating 
level  for  evaluating  individual  job  elements. 

□ The  requirement  for  a written  performance  stan- 
dard at  the  “unacceptable”  rating  level  (the  implemen- 
tation of  this  requirement  will  be  delayed  until  July  1, 
1986). 

□ The  retitling  of  individual  and  summary  rating 
levels  to: 

* outstanding, 

* exceeds  fully  successful, 

* fully  successful, 

* minimally  successful,  and 

* unacceptable. 

□ A change  in  the  point  ranges  for  the  summary 
rating  levels. 

* Outstanding  = 270  — 300  points. 

* Exceeds  fully  successful  = 200  — 269  points. 

* Fully  successful  = 100  — 199  points. 

* Minimally  successful  = 50  — 99  points. 

* Unacceptable  = 0 — 49  points. 

Please  note  that  the  “Exceeds  fully  successful”  sum- 
mary rating  (formerly  “Superior”)  now  begins  at  200 
points  rather  than  210  points.  This  is  because  of  the 


prohibition  against  weighting  and  rating  sub-elements 
or  parts  of  standards.  A rating  of  “2”  for  each  critical 
element  results  in  a floor  of  200  points  for  the 
“Exceeds  fully  successful”  summary  rating. 

□ The  requirement  for  approval  of  all  GS-13  and 
-15  appraisal  ratings  by  the  Regional  Director,  Direc- 
tor of  the  Field  Detachment  or  Director,  as  applicable. 

□ A prohibition  against  weighting  and  rating  sub- 
elements or  parts  of  standards. 

□ The  placement  of  Deputy  Regional  Directors 
and  Headquarters  Deputy  Assistant  Directors  in  the 
GS-15  rating  chain. 

□ The  mandatory  Agency-wide  use  of  common 
performance  standards  for  GS-14  FAO  managers 
(the  implementation  of  this  requirement  will  be  delay- 
ed until  July  1,  1986). 

□ The  establishment  of  an  Agency  Performance 
Standards  Review  Board  to  provide  general  oversight 
in  the  appraisal  process. 

□ The  introduction  of  two  forms  in  the  appraisal 
process: 

* an  Element  and  Standard  Form,  and 

* an  Appraisal  Rating  Form. 

Regional  personnel  officers  have  been  advised  to 
begin  training  sessions  for  those  DCAA  employees 
affected  by  the  new  appraisal  plan.  Each  of  these 
employees  will  receive  a personal  copy  of  the  new 
appraisal  plan. 

As  a related  matter,  OPM’s  efforts  to  establish  a 
parallel  pay-for-performance  system  for  non-PMRS 
employees  in  which  within  grade  increases  and  Reduc- 
tion-In-Force Retention  Rights  would  be  linked  more 
closely  to  performance  remains  uncertain  due  to 
pending  congressional  and  court  action.  Therefore, 
employees  in  grades  GS-1  through  -12  and  all  nonsu- 
pervisory  and  nonmanagerial  employees  (GS-13 
through  -15)  will  continue  to  be  covered  by  the  per- 
formance appraisal  procedures  in  Chapter  17  of  the 
Personnel  Management  Manual. 

Finally  OPM  has  stressed  to  us  that  PMRS  employ- 
ees should  not  be  referred  to  as  merit  pay  or  GM 
employees.  The  GM  pay  category  was  officially  super- 
ceded  upon  establishment  of  the  Performance  Man- 
agement and  Recognition  System.  OPM  says  that 
employees  covered  by  the  new  system  are  to  be  iden- 
tified as  PMRS  employees.  However,  until  OPM 
changes  the  Central  Personnel  Data  File  to  accept  the 
PMRS  Code,  readers  will  continue  to  see  reference  to 
GM  employees  in  personnel  forms  and  records. 
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University  Audits  — Not  necessarili;  a waste  of  our  resources 


By  William  T.  Brown 
Senior  Auditor 

Oklahoma  Cify  Branch/ Albuquerque  Suboffice 
San  Francisco  Region 

An  overhead  review  properly  performed  at  a uni- 
versity can  be  a challenging  and  rewarding  expe- 
rience. Recently,  1 had  the  opportunity  to  perform  an 
overhead  review  at  one  of  the  34  educational  institu- 
tions for  which  the  Agency  has  the  responsibility  to 
audit. 

The  audit  approach,  while  not  unusual,  resulted  in 
$4.6  million  in  total  government  savings  for  the  year 
involved.  My  RAM  considered  the  audit  approach  to 
be  applicable  at  other  universities  and  requested  that  I 
explain  the  approach  in  an  article  for  The  Bulletin. 

First,  after  receipt  of  the  overhead  proposal,  1 
decided  to  make  this  review  different  from  prior 
reviews.  Initial  consideration  covered  the  steps  neces- 
sary to  meet  minimum  auditing  standards.  These 
steps  included  verifying  the  accuracy  of  submitted 
accounting  and  financial  data;  studying  the  basis  for 
assignment  of  costs  by  pools;  and  assuring  that  the 
requirements  of  the  Office  of  Management  and  Budget 
(OMB)  Circular  A-21  would  be  met. 

These  initial  considerations  were  applied  to  the  uni- 
versity which  has  a significant  amount  of  research 
which  is  primarily  funded  through  cost  type  contracts 
and  grants.  The  university  is  entitled  to  recover  all 
direct  and  indirect  costs  related  to  research.  Indirect 
costs  are  recovered  on  the  basis  of  predetermined 
annual  overhead  rates  that  are  negotiated  prior  to  the 
beginning  of  the  year.  These  predetermined  rates  are 
fixed;  consequently,  no  after  the  fact  adjustment  can 
be  made  for  any  difference  resulting  from  actual  year 
end  rates.  The  difference,  however,  whether  over  or 
under  applied,  can  be  carried  forward  into  future  year 
rates  as  an  adjustment  and  included  in  the  rate 
computation. 

Educational  institutions  are  specifically  exempt 
from  Cost  Accounting  Standards.  Indirect  costs  are 
developed  by  a succession  of  cost  step-downs  to  ulti- 
mate objectives  and  are  controlled,  to  a large  extent, 
by  OMB  Circular  A-21.  This  circular  provides  specific 
guidance  concerning  various  indirect  cost  pools  and 
allocation  bases  to  be  used  in  the  indirect  cost 
proposal  in  the  absence  of  cost  studies  showing  more 
equitable  methods.  The  circular  recognizes  that 
unique  situations,  at  some  universities,  may  produce 
inequitable  results  if  the  specified  pool  or  allocation 
base  is  used.  In  such  cases,  the  university  is  allowed  to 


demonstate  that  some  other  pool  or  base  is  more 
equitable,  and  if  agreed  to  by  the  government,  the 
alternate  method  may  be  used.  This  agreement  is 
subject  to  reviev.;  and  renewal  every  two  years. 

The  circular  identifies  and  segregates  several  cost 
groupings  by  function  or  activity.  The  direct  cost  func- 
tions and  ultimate  allocation  objective  of  indirect  costs 
are  research,  instruction,  public  service,  patient  care, 
and  other  institutional  activity.  A single  overhead  rate 
could  be  developed  for  all  the  direct  functions  com- 
bined, but  the  preferred  procedure  is  a separate  rate 
for  each  direct  function.  Indirect  costs  are  grouped 
into  building  and  equipment  use,  operation  and  main- 
tenance, general  and  administrative,  library,  depart- 
mental administration,  student  services,  and  research 
administration. 

By  specific  instruction  of  the  circular,  the  indirect 
cost  step-downs  start  with  building  and  equipment 
costs  which  are  allocated  to  direct  and  indirect  func- 
tions of  the  institution  based  on  the  square  footage 
used  by  each  function.  Regardless  of  whether  the 
institution  is  using  the  specified  circular  method  or 
some  other  agreed  upon  method,  a space  and  equip- 
ment survey  that  verifies  actual  usage  is  required  to  be 
performed  at  least  every  other  year. 

After  the  allocation  of  building  and  equipment 
costs,  the  next  group  allocated  is  operations  and 
maintenance  costs,  followed  by  general  and  adminis- 
trative costs.  The  allocation  base  for  operations  and 
maintenance  costs  is  again  square  footage,  while 
general  and  administrative  cost  is  allocated  using 
modified  total  direct  cost. 

The  remaining  indirect  cost  groups  can  be  allocated 
in  any  order,  but  can  only  be  distributed  to  direct  cost 
functions.  Since  the  university  I was  auditing  had  not 
performed  the  required  cost  studies  to  use  alternate 
allocation  methods,  the  indirect  cost  proposal  was 
prepared  using  the  circular’s  specified  indirect  cost 
pools  and  base. 

As  I planned  for  this  overhead  review,  I recognized 
that  the  basic  area  of  concern  would  be  an  evaluation 
of  the  bases  used  in  assigning  costs  to  direct  research 
projects.  This  is  nothing  more  than  the  normal  deter- 
mination that  all  costs  charged  to  research  projects 
are  reasonable,  allocable  and  allowable.  I decided  to 
try  to  make  the  audit  as  simple  as  possible  and  asked 
myself  the  following  questions: 

• What  have  auditors  done  at  other  universities? 

• What  areas  yield  the  greatest  return  according 
to  the  negotiators  of  overhead  claims? 

cont’d  next  page 
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• What  can  I do  to  increase  government  savings 
using  less  audit  time? 

1 made  a few  calls  to  obtain  information  from  people 
who  had  knowledge  and  experience  from  negotiating 
and  reviewing  overhead  proposals.  Based  on  the 
information  obtained  from  these  calls,  I decided  that 
the  highest  yield  for  return  on  audit  effort  would  be  to 
review  all  costs  distributed  based  on  the  usage  of 
space. 

The  next  decision  I made  was  to  determine  the 
method  to  be  used  in  evaluating  these  costs.  I decided 
that  there  should  be  some  relationship  between  the 
amount  of  time  charged  by  personnel  performing 
research  and  the  respective  space  occupied.  With  this 
in  mind,  I selected  items  for  review  from  the  space 
survey  of  buildings  containing  significant  research 
activity. 

I reviewed  this  sample  by  visiting  each  selected  area 
to  visually  evaluate  space  used  and  by  interviewing 
personnel  responsible  for  the  area  in  order  to  obtain 
their  opinion  as  to  actual  usage.  Since  most  research 
areas  are  under  the  responsibility  of  a professor,  I 
compared  the  results  of  my  sample  with  the  profes- 
sor’s personal  activity  report  identifying  areas  of  dif- 


ference. When  auditing  a university,  one  thing  to  keep 
in  mind  is  that  cost  estimates  are  prepared  by  profes- 
sional people  who  are  more  interested  in  research 
than  keeping  detailed  cost  records.  The  awareness  of 
this  environment  was  the  critical  element  which  led  to 
finding  significant  differences  between  the  sample 
results  and  the  activity  reports.  These  differences 
eventually  disclosed  that  the  building  and  equipment 
usage  allocations  were  incorrect  and  that  the  universi- 
ty’s survey  overstated  the  building  and  equipment 
allocations.  This  led  to  activity  research  allocation 
bases  being  overstated  with  eventual  receipt  of  inflated 
indirect  costs. 

Based  partially  on  this  simple  allocation  test,  and 
the  willingness  to  deviate  from  prior  audits,  the  review 
saved  the  government  a significant  amount  of  money. 
While  the  method  was  simple  and  the  idea  was  drawn 
from  the  experience  of  other  people,  the  results  were 
effective.  I doubled  the  savings  to  the  government 
using  minimum  audit  resources. 

The  next  time  you  are  assigned  the  responsibility  of 
performing  an  overhead  audit  at  a university,  I chal- 
lenge you  to  use  this  basic  approach  and  see  what 
results  you  can  achieve. 


College:  A foundation  for  a DCAA  career 


By  Eleanor  M.  Arrucci 
Auditor 
Boston  Region 

You’ve  heard  the  expression,  “What  a difference  a 
day  makes”.  . .How  about  “four  years  of  college?!!” 
One  talks  of  growing  and  maturing  as  life’s  experien- 
ces continue  to  mold  and  shape  your  mind,  your 
thinking,  your  goals,  your  values,  your  loves,  your 
feelings. 

The  four  years  of  college  education,  four  years  of 
campus  living,  four  years  of  tests,  goals,  and  achieve- 
ments have  provided  opportunities  for  experiences 
which  fostered  the  development  of  mind,  body,  and 
character.  1 found  social  skills,  time  management 
skills,  and  confidence  to  be  the  three  major  corner- 
stones for  the  foundation  of  my  career. 

My  first  cornerstone  is  social  skills.  At  school,  I 
learned  how  to  interact  effectively  with  people.  My 
first  few  days  at  school  soon  taught  me  that  not  eve- 
ryone comes  from  a small  family,  or  a small  town  on 
Long  Island.  I soon  learned  for  every  100  people,  there 
are  100  different  opinions  concerning  any  one  subject. 
This  exposure  soon  taught  me  how  to  listen  and 
respect  other  people’s  thoughts  and  interpretations. 


But,  this  did  not  mean  I had  to  agree  with  everyone.  1 
learned  that  independent  decision  making  is  one  of 
the  most  important  social  skills  one  can  learn.  At 
DCAA,  I must  not  only  interact  with  my  co-workers, 
but  also  with  the  contractor  personnel,  both  of  whom 
can  be  interpreted  to  have  different  goals.  At  work, 
this  is  an  everyday  challenge,  which  college  taught  me 
to  face  head-on.  Another  important  social  skill  1 
learned  is  to  have  concern  for  other  people’s  feelings.  I 
know  the  importance  of  having  friendly  relationships 
and  taking  an  interest  in  others.  This  creates  a good 
working  atmosphere. 

Time  management  is  a cornerstone  that  I built  in 
school  and  am  continuing  to  use  at  work.  Not  only  did 
I have  to  budget  my  study  time  for  different  classes,  1 
also  had  to  make  time  for  participation  in  school 
organizations,  after  school  jobs,  and  social  life.  This 
wasn’t  easy,  but  with  effort,  I was  able  to  use  my  time 
effectively.  1 now  find  that  time  management  is  as 
important  as  ever  on  the  job.  As  a government  audi- 
tor, I am  required  to  budget  the  hours  I spend  on  each 
job.  Timesheets  are  kept  for  everything  I do.  1 must 
allot  a certain  amount  of  time  to  each  project  to 
include  time  for  questions,  research,  and  the  job  itself. 
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Confidence  is  something  1 acquired  at  college 
through  learning  my  social  and  time  management 
skills.  It  isn’t  easy  when  things  don’t  run  smoothly  the 
first  or  even  the  second  time  through.  But  I learned 
not  to  give  up.  It  is  important  to  know  that  failing 
doesn’t  mean  the  end,  but  having  the  courage  to  try 
again  creates  confidence  within  a person.  Upon  start- 
ing my  career,  1 found  my  confidence  level  to  be  low. 
To  walk  into  a new  working  place,  where  all  the  audi- 


tors are  experienced  can  leave  a trainee  feeling  intimi- 
dated. But,  with  the  help  of  my  co-workers  and  by 
remembering  the  hard  time  I got  through  during  col- 
lege, I was  able  to  improve  my  self-confidence. 

My  various  life  experiences  gained  over  my  four 
years  of  college  helped  me  to  structure  my  thinking 
and  cope  with  the  demands  of  my  professional  career 
as  an  auditor.  In  building  a solid  -foundation  of  skills 
and  confidence  at  college,  I was  able  to  make  a 
smooth  transition  into  my  working  career. 


Bulletin  to  be  issued  quarterly 


Following  this  issue.  The  Bulletin  will  be  issued 
quarterly  — January,  April,  July,  and  October  — and 
will  increase  in  size  to  a maximum  of  36  pages.  Addi- 
tionally, The  Bulletin  will  publish  only  technical  or 
special  interest  articles  (i.e.,  personnel  or  manage- 
ment oriented  topics)  and  the  ‘Professional  activities’ 
column.  The  previous  columns  ‘Key  personnel 
actions,’  ‘Awards,’  and  ‘On  the  move’  will  be  eliminat- 
ed. This  information  will  be  communicated  via 


other  means. 

These  changes  will  result  in  a high  quality  publica- 
tion that  is  mission  oriented,  bringing  readers  in-depth 
articles  concerning  professional  trends  and  significant 
developments  in  the  audit  and  accounting  fields  and 
special  interest  articles  such  as  audit  findings,  opera- 
tions auditing,  advanced  audit  techniques,  profes- 
sional development  and  training,  and  personnel 
management. 


Savings  Bonds 

8.36  percent  rate  effective  November  1985  — April  1986 

The  market-based  interest  rate  for  Series  EE  Bonds  issued  between  November  1,  1985  and  April  30,  1986 
is  8.36  percent  for  their  first  semiannual  interest  period.  Older  Series  EE  and  E Bonds  and  U.S.  Savings 
Notes  will  also  receive  this  market-based  rate  for  six-month  interest  periods  which  start  between  November 
1,  1985  and  April  30.  1986. 

The  average  yield  for  Bonds  held  since  the  beginning  of  the  market-based  interest  program  is  9.69  per- 
cent. Average  rates  for  all  eligible  Bonds  are  shown  in  the  table  below.  Average  yields  change  each  May 
and  November.  The  minimum  guaranteed  yield  on  Bonds  held  five  years  or  longer  is  7.5  percent. 


Semiannual  Market-Based  Rates 


Bonds  Purchased 

Annual  Percentage  Rates  for  Semiannual  Periods 
1st  2nd  3rd  4th  5th  6th 

Average 
7th  Rate 

Through  April  30,  1983 

11.09% 

8.64% 

9.38% 

9.95% 

10.94% 

9.49% 

8.36%  9.69% 

May  1,  1983-Oct.  31  1983 

8.64% 

9.38% 

9.95% 

10.94% 

9.49% 

8.36% 

9.46% 

Nov.  1,  1983— Apr.  30  1984 

9.38% 

9.95% 

10.94% 

9.49% 

8.36 

9.62% 

May  1,  1984— Oct.  31  1984 

9.95% 

10.94% 

9.49% 

8.36% 

9.69% 

Nov.  1,  1984— Apr.  30  1985 

10.94% 

9.49% 

8.36% 

9.60% 

May  1,  1985— Oct.  31  1985 

9.49% 

8.36% 

8.93% 

Nov.  1,  1985— Apr.  30  1986 

8.36% 

8.36% 

These  rates  app/y  only  to  Bonds  held  flue  years  or  longer  and  to  Bonds  purchased  before  November  1, 
1982,  when  they  are  held  to  their  first  interest-accrual  date  beginning  on  or  after  November  1,  1987. 
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Multiplan  tips 


By  Steven  G.  Binns,  Auditor 
and  Robert  IV.  IVinn,  Auditor 
San  Francisco  Region 


Editor’s  note:  The  Agency  is  in  the  process  of 
upgrading  all  copies  of  Multiplan  to  Version  2.0. 
Notes  are  inserted  below  where  this  is  pertinent. 

The  computer  era  is  thrusting  into  the  lives  of 
DC AA  auditors  in  a rude  way.  Computers  are  arriving 
in  field  audit  offices  and  we  are  expected  to  use  them 
immediately.  One  of  the  application  programs  arriving 
with  the  computer  is  Multiplan,  the  electronic  spread- 
sheet program  by  Microsoft.  This  program  is  touted 
to  save  untold  hours  of  frustration  if  used  properly. 
What  is  not  stated  is  that  it  will  also  cost  us  untold 
hours  of  frustrating  work  if  not  used  properly. 

Multiplan  has  been  in  use  in  the  Rainier  Branch 
Office  for  over  a year  and  the  authors  have  used  this 
program  for  over  four  years.  During  this  time  we  have 
learned  a number  of  lessons  the  hard  way.  Listed 
below  are  some  useful  tips  we  pass  along  in  the  hope 
that  you  will  use  them  to  increase  your  Multiplan 
efficiency  immediately. 

1.  Cell  RlCl  of  the  spreadsheet  should  always  be 
used  to  identify  the  name  of  the  Multiplan  data  file. 

2.  If  you  use  different  versions  of  Multiplan,  each 
file  name  should  have  an  extension  to  denote  the 
version  it  is  to  be  used  with. 

Examples  of  this  are: 

NAME.PMP  = A file  named  NAME  for  the  IBM 
PC  version  of  Multiplan) 

NAME. IMP  = A file  named  NAME  for  the 
Microsoft  version  of  Multiplan. 

NAME.SLK  = A file  named  NAME  saved  in  the 
SYMBOLIC  file  format.  (Required  to  transfer  between 
versions.) 

3.  Each  spreadsheet  should  contain  a purpose 
heading  which  includes  the  company  name,  assign- 
ment number,  and  title  of  the  spreadsheet. 

4.  Each  spreadsheet  should  have  provision  at  the 
bottom  for  the  source,  purpose,  scope,  and  conclu- 
sion. 


5.  Most  spreadsheets  should  resemble  a 14  or  7 
column  manually  prepared  worksheet. 

6.  Keep  your  spreadsheet  as  simple  as  possible. 
Multiplan  allows  255  rows  and  63  columns  (255 
columns  and  over  4000  rows  in  version  2.0)  however, 
this  produces  an  exceedingly  large  spreadsheet  which 
is  difficult  to  manage.  It  also  produces  a spreadsheet 
that  loads,  operates  and  saves  at  extremely  slow 
speed. 

7.  If  you  wish  to  create  several  spreadsheets  that 
are  identical  in  nature,  consider  breaking  one  Multi- 
plan spreadsheet  into  several  sections  and  labeling 
each  section  as  a separate  page. 

8.  Create  “Shells”  (i.e.,  boilerplates  or  templates) 
for  certain  spreadsheet  applications  that  you  use 
repetitively. 

9.  Use  care  in  designing  your  spreadsheets.  De- 
sign them  to  identify  errors  using  normal  footing  and 
cross  footing  techniques  similar  to  those  used  for 
manually  prepared  worksheets. 

One  of  the  most  common  errors  made  is  that  of 
inserting  a new  row  into  a range  of  rows  without 
changing  the  formula  to  account  for  the  new  range 
definition.  If  a row  is  inserted  after  a formula  has  been 
created  it  may  be  necessary  to  change  the  formula  to 
include  the  new  row.  Remember,  the  lower  right  hand 
corner  of  a worksheet  is  a dandy  check  for  footing  and 
cross  footing  tests. 

10.  Multiplan  contains  a “ROUND”  command  that 
can  be  used  as  part  of  a formula.  Use  this  command  if 
you  wish  to  exclude  cents  in  a calculation  using 
decimals.  This  will  ensure  that  subsequent  mathemat- 
ical calculations  do  not  contain  rounding  errors. 

1 1 . Use  the  flexibility  of  naming  a cell  when  it  con- 
tains an  amount  that  will  be  used  for  several  mathem- 
atical calculations  in  different  places  in  the  spread- 
sheet. 

12.  Use  logical  naming  conventions  when  naming 
cells.  Keep  the  names  as  short  as  possible.  Cell  names 
take  up  a lot  of  memory  and  long  names  quickly 
become  tedious  to  type. 

13.  Check  your  cell  names  thoroughly;  if  the  name 
is  for  the  wrong  cell  or  range  of  cells,  your  spreadsheet 
will  be  in  deep  trouble. 
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14.  Use  an  “IF  - Then”  test  to  prevent  a “DIV/O” 
error  message  when  creating  a formula  to  divide.  One 
example: 

IFfRnCn  <=0,0,  RnCn/NAME) 

15.  Always  turn  the  Auto  Recalculation  function  off 
when  first  entering  Multiplan.  This  will  speed  up  data 
input  tremendously. 

16.  Draw  a spreadsheet  flow  chart  when  a series  of 
spreadsheets  are  to  be  linked.  This  can  save  valuable 
time  if  changes  are  made  at  a later  date. 

17.  Do  not  link  spreadsheets  until  each  individ- 
ual spreadsheet  is  exactly  as  you  want  it.  If  you  must 
connect  spreadsheets  to  test  them  use  the  external 
copy  command  but  respond  “NO”  to  the  link  default. 
This  will  allow  you  to  test  without  linking. 

18.  Set  the  printer  option  to  16  pitch  0 with 
Epson  FXlOO  and  LQ1500).  This  will  ensure  that  a 
spreadsheet  formatted  to  the  following  specifications 
will  fit  on  wide  paper  and  allow  the  printing  of  row  and 
column  numbers. 

Col  1 Width  set  to  D(efault)10 

Col  2 Width  set  to  15 

Col  3 — Col  14  Width  set  to  17 

Be  sure  to  set  the  print  width  to  233  characters. 

19.  Print  using  the  row  and  column  number  option 
unless  the  print  out  is  to  be  used  in  a report.  This 
makes  review  much  easier.  It  also  makes  cell  location 
easier  in  case  changes  are  to  be  made  at  a later  date. 

20.  Save  your  spreadsheet  to  disk  often.  This 
way  you  will  not  lose  all  of  your  work  during  a power 
failure  or  if  your  machine  crashes  in  some  other  way. 

21.  Make  it  a practice  to  save  your  worksheet 
immediately  before  exiting.  This  practice  will  help 
prevent  inadvertent  work  loss.  (Version  2.0  will 
remind  you  before  you  quit.) 


22.  Use  restraint  when  formatting  “continuous” 
cells.  This  particular  cell  format  convention  uses  up 
memory  in  a hurry. 

23.  Ensure  proper  spreadsheet  documentation. 
This  includes  identification  of  formulas,  names,  name 
substitutions,  and  links  in  the  workpapers.  Remem- 
ber, the  reviewer  must  be  able  to  verify  the  spread- 
sheet without  resort  to  a computer. 

24.  Files  created  with  a higher  version  of  Multiplan 
cannot  be  loaded  directly  into  lower  versions  unless 
those  files  have  been  saved  in  the  symbolic  fomat. 
Once  loaded  the  file  can  be  saved  in  the  normal 
format. 

25.  Sometimes  when  you  use  the  Keytronics  key- 
board, the  direction  arrow  key  pad  will  be  reversed  to 
numeric  mode  when  you  enter  Multiplan. 

Do  the  following  to  reverse  this  and  get  the  arrow  keys 
working  properly: 

a.  Turn  the  arrow  key  pad  off. 

b.  Press  the  reset  key  down  and  hold. 

c.  Press  the  NUM  LOCK  off. 

d.  Release  the  reset  key. 

e.  Turn  the  arrow  key  pad  on. 

26.  If  you  intend  to  use  Multiplan  on  the  DIIS  sys- 
tem and  don’t  have  a disk  in  the  floppy  drive  you  will 
get  an  unusual  error  reading  and  a return  to  the 
MENU.  Don’t  panic;  just  put  any  formated  disk  in  the 
A:  drive  and  reenter  Multiplan. 

27.  Ensure  your  data  integrity.  Do  this  by  designing 
as  many  math  checks  and  cross  checks  as  you  can 
think  of.  Check  your  print  outs  against  source  docu- 
ments whenever  possible.  Read  your  spreadsheets 
with  an  eye  towards  reasonableness.  Are  the  results 
reasonable  given  the  data  you  are  working  with  and 
the  purpose  of  the  spreadsheet?  Double  check  all 
formulas  for  correct  range  definitions  and  logic. 

28.  Last,  but  not  least,  use  Multiplan!!!  The  more 
you  use  it  the  better  you’ll  like  it! 


DoD  telephone  systems 

Do  not  discuss  classified  information  on  nonsecure  telephones;  official  DoD  telephone  systems  are  subject 
to  monitoring  for  communications  security  purposes  at  all  times. 

DoD  telephones  are  provided  for  the  transmission  of  official  government  information  only.  Use  of  official 
DoD  telephones  or  telephone  systems  constitutes  consent  to  communications  security  monitoring  in  accor- 
dance with  DoD  Directive  4640.6. 
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Professional  activities  . . . 


HEADQUARTERS 

Fred  J.  Newton,  Acting  Director,  Headquarters, 
spoke  on  “Indirect  Cost  Issues”  before  the  Associa- 
tion of  Government  Accountants,  Northern  New 
Jersey  Chapter. 

William  J.  Sharkey,  Assistant  Director,  Policy  & 
Plans,  Headquarters,  spoke  at  the  Northern  Virginia 
Chapter  Institute  of  Internal  Auditors  on  “DCAA 
Viewpoint  — Defense  Contracting.” 

Ray  Czaplicki,  program  manager,  HQ-OPD, 
Shipyard  Coordinator,  spoke  to  Navy  NAVSEA 
SUPSHIP/NAVPRO  ACOs  on  “DCAA  Interface 
and  the  Current  Atmosphere.” 

ATLANTA 

Earl  J.  Hill,  Deputy  Regional  Director,  Atlanta 
Region,  spoke  on  “DoD/DCAA  Initiatives”  for  the 
NCMA,  Mid-Tennessee  Chapter. 

Rose  Taylor,  senior  auditor.  New  Orleans  Branch 
Office,  was  appointed  Treasurer  for  the  Association 
of  Government  Accountants,  New  Orleans  Chapter. 

Gary  W.  Koontz,  auditor,  Atlanta  Branch  Office, 
passed  the  CPA  examination  in  Florida. 

L.  David  Richardson,  auditor,  Tampa  Bay 
Branch  Office,  is  an  instructor  on  “Financial  & 
Managerial  Accounting”  at  St.  Petersburg  Junior 
College  in  Clearwater,  FL. 

James  K.  Haugen,  procurement  liaison  auditor, 
Kelly  AFB,  was  appointed  Chairman  of  the  Finance 
Committee  for  the  National  Contract  Management 
Association.  Haugen,  also  was  awarded  a Certified 
Cost  Analyst  Degree  from  Texas. 

Patricia  H.  Glasser,  auditor,  Orlando  Branch 
Office,  was  awarded  a CPA  Certificate  from  Florida. 

BOSTON 

Roy  J.  Dempsey,  auditor.  Electric  Boat  Division, 
Groton,  was  awarded  a Certified  Public  Accountant 
Certificate  from  Connecticut. 

Norma  J.  Anderson,  auditor,  GTE,  Needham, 
MA  was  awarded  a CPA  Certificate  from  the  state  of 
Massachusetts. 

Daniel  J.  Walsh,  auditor.  Long  Island  Branch, 
passed  the  CPA  examination  in  New  York. 

Robert  R.  Pilek,  resident  auditor.  General  Elect- 
ric, was  awarded  a Masters  of  Arts  Degree  in  Man- 
agement and  Supervision  from  Central  Michigan 
University. 

Daniel  P.  Sparano,  senior  auditor,  Sikorsky  Resi- 
dent Office,  was  appointed  President  — Elect  for  the 


Association  of  Government  Accountants,  Bridge- 
port Chapter. 

CHICAGO 

James  W.  Wofford,  auditor,  McDonnell  Aircraft 
Company  — Resident  Office,  was  awarded  a CPA 
Certificate  from  Arkansas. 

LOS  ANGELES 

Patrick  D.  Mirch,  Regional  Director,  Los 
Angeles,  spoke  on  “The  Access  to  Records  Offen- 
sive: DCAA  as  Investigator”  at  a Bureau  of  National 
Affairs,  Inc.  Conference  that  was  co-sponsored  by 
the  Federal  Bar  Association  and  Federal  Contracts. 
Mirch,  also  spoke  at  the  Northrop  Corporate 
Financial  Management  Conference  on  “Current 
Issues  in  Government  Contracting.” 

Joel  Valenzuela,  Deputy  Regional  Director,  Los 
Angeles,  spoke  on  “DCAA  Contract  Audit  Matters” 
before  the  NCMA,  San  Diego  Chapter. 

Raoul  Cristin,  regional  audit  manager,  spoke  at 
the  22nd  Annual  Education  Conference  of  NCMA, 
South  Bay  Chapter  on  “Government  and  Prime 
Contractor  Reviews  of  Cost  Proposals.” 

Terri  Scott,  junior  auditor,  McDonnell  Douglas 
Astronautics  Company,  spoke  at  the  California 
State  University  in  Long  Beach  before  the  Black 
Business  Students  Association  on  “Career  Oppor- 
tunities with  DCAA.” 

Barbara  E.  Armstrong,  supervisory  auditor, 
San  Diego  Branch  Office,  spoke  to  students  at  the 
San  Diego  State  University  on  “The  Defense  Con- 
tract Audit  Agency.” 

Ernest  Gutierrez,  supervisory  auditor,  Lock- 
heed, is  teaching  “Accounting  for  Government  Con- 
tracts” at  UCLA  in  Los  Angeles  and  at  the  American 
Graduate  University  in  Covina,  Calif.  Gutierrez  is 
also  teaching  “Intermediate  Accounting”  at  the  Los 
Angeles  Trade  Technical  College. 

Chandrakant  K.  Shah,  auditor,  Inglewood 
Branch  Office,  passed  the  CPA  examination  in 
California. 

Howard  L.  Dameron,  resident  auditor,  Rockwell 
Internation  Corp.,  was  awarded  a Master  of  Arts 
Degree  from  Central  Michigan  University. 

Marilyn  A.  Day,  auditor  trainee,  Rockwell  Inter- 
national Corp.,  passed  the  CPA  examination  in 
California. 
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PHILADELPHIA 

Joseph  R.  DiCrocc,  Chief,  Operations  Audit  Divi- 
sion, Philadelphia  Regional  Office,  spoke  at  the  De- 
fense Personnel  Support  Center  on  “Detecting  Con- 
tract Irregularities.”  DiCroce,  was  also  appointed 
President  for  the  Association  of  Government  Ac- 
countants, Philadelphia  Chapter. 

Herman  Eisen,  Chief,  QM/EDP/DIIS  Division, 
Philadelphia  Regional  Office,  was  awarded  a CISA 
Certificate  from  the  EDP  Auditors  Foundation. 

Steven  E.  Zane,  auditor.  New  York  Branch  Office, 
spoke  before  a group  of  Naval  Reserve  Officers  on 
“The  Mission,  Responsibilites  and  Duties  of  DCAA.” 

SAN  FRANCISCO 

Steven  G.  Binns,  senior  auditor.  Rainier  Branch 
Office,  is  teaching  “Practical  Accounting”  at  the 
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Highline  Community  College  in  Midway,  Washington. 

Robin  A.  Clark,  auditor,  Boeing  Resident  Office, 
was  awarded  a CPA  Certificate  from  Washington. 

Steven  M.  Fieteck,  auditor.  Rainier  Branch  Office, 
is  teaching  “Cost  Accounting”  at  the  Highline  Com- 
munity College  in  Midway,  Washington. 

Kathryn  L.  Perry,  auditor,  Hughes  Aircraft  Com- 
pany, was  chosen  “Woman  of  the  Year”  by  the  San 
Pedro  Business  and  Professional  Women  Organiza- 
tion. 

Ronald  D.  Sabado,  supervisory  auditor.  Rainier 
Branch  Office,  is  teaching  “Managerial  Accounting” 
at  the  Highline  Community  College  in  Midway, 
Washington. 

Robert  E.  Winn,  auditor.  Rainier  Branch  Office,  is 
teaching  “Accounting”  at  the  Highline  Community 
College  in  Midway,  Washington. 


Policy  briefs 


CAS  Policy  Group 

The  CAS  Policy  Group  is  currently  considering  the 
following  cases: 

— Direct  charging  of  sole-source  follow-on  prop- 
osal costs.  Issues  under  discussion  include  the  affect 
on  B&P  ceilings,  impact  on  DoD  contracts,  and 
whether  this  change  conflicts  with  Interpretation  1 to 
CAS  402. 

— Allocation  of  costs  to  contract  line  items.  Of 
particular  concern  is  whether  the  allocation  of  over- 
head costs  in  accordance  with  CAS  results  in  dis- 
torted line  item  pricing.  Because  CAS  was  not  intend- 
ed to  cover  allocations  below  the  contract  level,  it  may 
be  necessary  to  promulgate  a new  standard. 

— CAS  incorporation  into  the  FAR.  The  Civilian 
Agency  Acquisition  (CAA)  Council  is  currently  con- 
sidering the  CAS  Policy  Group’s  recommended  cov- 
erage to  incorporate  the  CAS  administrative  proce- 
dures and  the  standards  into  FAR  Part  30. 


— Other  issues  which  will  be  considered  in  the 
future  include  CAS  412  — terminating  overfunded 
pension  plans  and  adjusting  pension  costs  for  over- 
funded  plans,  CAS  416  — state  rates,  cash  manage- 
ment plans,  and  criteria  for  financial  capability  to  self- 
insure,  CAS  408  — banked  vacations,  CAS  403 
— state  and  local  taxes,  CAS  410  — criteria  for  selec- 
tion of  allocation  bases,  CAS  404  — revaluation  of 
assets  when  the  “purchase  method”  of  acquisition  is 
used,  and  CAS  417  — definition  of  “construction”  and 
treatment  of  land  and  intangibles. 

Revised  procedures  for  mobile  incurred  cost  audits  require: 
(1)  audit  report  disclosure  when  MAARs  objectives 
are  not  fully  satisfied  and  appropriate  qualification  for 
any  resulting  scope  limitations,  (2)  reporting  of  ques- 
tioned or  disapproved  direct  costs  (for  information 
purposes)  in  the  audit  report  on  annual  indirect  costs, 
and  (3)  timely  followup  review  of  contractor’s  time- 
keeping deficiencies  (normally  within  three  months) 
to  ensure  corrective  action  was  taken.  (PFD-112, 
8/14/85). 
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